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INSURANCE AGAINST UNEMPLOYMENT. 1 

THE purpose of workingmen's insurance is to make pro- 
vision for the assistance of workingmen when, through 
any incapacity, they are unable to earn their usual wages. A 
workingman may be unable to work as the result of any of 
four contingencies — accident, sickness, old age or invalidity, or 
inability to obtain employment; and a complete system of assist- 
ance must necessarily cover all four of these cases. It is now 
very generally admitted that insurance of some kind, mutual or 
state aided, voluntary or compulsory, offers the best means of 
providing for the first three contingencies — that is, for those 
involving physical disability. Within recent years, however, 
the desirability of extending the field of insurance to the fourth 
contingency, where inability to earn wages is the result of 
involuntary idleness, has been strongly urged. It is the purpose 
of this paper to consider to what extent a system of insurance 
can be profitably employed in this last case. 

Fortunately, we need not study this problem from the purely 
theoretical standpoint. The fact that during the widespread 
industrial depression of recent years many workingmen have 
been forced to remain in involuntary idleness has led to attempts 
in various countries to make provision against unemployment 
through some system of insurance. Conspicuous among them 
are the out-of-work insurance institutions that have been cre- 
ated in several of the cantons of Switzerland, at Cologne and 
at Bologna. Of these the Swiss organizations are of much 

1 The literature of insurance against unemployment is already extensive. For 
the best account of the Swiss experiments with which this paper chiefly deals, the 
reader is referred to two Circulaires of the Musee Social, Nos. 2 and 5 of Series B ; 
the report of the French Office du Travail, Documents sur la question du chSmage, 
1896; and the paper by Eugene Rostand, "£>e I'assurance contre le chSmage invol- 
ontaire" contained in the report of the Third Session of the International Con- 
gress in Relation fo Accidents to Labor and Social Insurance, Milan, 1894. The 
Circulaires of the Musie Social give the most complete bibliography of the ques- 
tion that has been prepared. 
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the greatest importance, and for that reason most attention will 
be devoted to their operation. A consideration of the efforts 
there made will serve not only to illustrate the principles in- 
volved in the organization of this kind of an insurance system, 
but also to show the practical difficulties with which its admin- 
istration is attended. 

The first attempt under government auspices to provide for 
insurance against unemployment was made by the town of 
Berne. On January 13, 1893, the town council provided for 
the creation of a municipal institution for the insurance of 
workingmen against unemployment. Though under municipal 
authority, membership in the institution was left entirely 
voluntary. Practically the only condition of membership was 
the payment of monthly dues of forty centimes (#0.077). To the 
fund thus accumulated the town agreed to add a subsidy, 
the maximum amount of which was limited to five thousand 
francs (#965) a year. The constitution also provided for the 
receipt of gifts from employers and other individuals. 

The value of the out-of-work benefits was fixed at one franc 
($0,193) P er day f° r an unmarried and a franc and a half for a 
married man. This relief was to be granted only during the 
months of December, January and February. To be entitled 
to receive it a member must have paid his dues regularly during 
at least the six months next preceding, and must have been 
unable to obtain work during at least fifteen days. Relief, when 
granted, however, began to run after the first week of unemploy- 
ment. Various conditions were placed upon those receiving 
benefits, in order to protect the institution against imposition. 
Thus, members out of work had to present themselves twice a 
day in a room set aside for that purpose, where they might spend 
the day if they desired. A workingman who refused work of 
any kind lost all right to aid of any kind : a member thus had 
no right to refuse work because it was not in his trade. There 
were various other cases in which the workingman lost his 
right to a benefit : for instance, when lack of unemployment 
was the result of his own fault, and especially when he had 
engaged in a strike. The administration of the fund was 
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entrusted to a commission of seven members, of whom three 
were to be named by the municipal authorities, two by the 
employers contributing to the fund and two by the working- 
men. 

This institution has now been in existence a sufficient length 
of time to furnish some indication of the character of the 
results. The number of members during the first year, 1893- 
94, was 404. Of these 166 were aided during the year, receiv- 
ing |ii 3 19. 16, or an average of $7.95 each. The highest sum 
paid to any one person was #20.27. The total expenditure of 
the year was $1508.30. The receipts for the year were : dues 
of members, $212.30; gifts from employers and others, #382.14; 
and municipal subsidy, $913.86. It will be seen that the 
members contributed but fourteen per cent of the total receipts, 
and that they received in actual benefits six times the amount 
paid in by them as dues. One would think that under such 
exceptionally favorable circumstances membership would in- 
crease rapidly. Such, however, has not been the case. During 
the second year, 1894-95, there were but 390 members, or 14 
less than the preceding year. Aid was given to 219 persons, or 
more than half the members, to the extent of $1869.06, or 
an average of #8.53 each. But #263.79 out °f tota ^ receipts 
of #2249.86 came from dues of members. The ratio of this 
sum to the amount paid out in benefits is fourteen per cent, the 
members thus receiving on an average seven times the amount 
contributed by them. 

The institution was first established for but two years as an 
experiment. In 1895, the two years having elapsed, the town 
council determined by an almost unanimous vote to continue it 
in operation. Some modifications were, however, introduced in 
its organization. Dues were raised from forty to fifty centimes 
per month, and the maximum amount of the municipal subsidy 
was raised from #965 to $1351. Daily benefits were also in- 
creased to one and a half francs for single and two francs for 
married members. In addition, the administration of the munici- 
pal employment bureau, which had until then been an independ- 
ent institution, was attached to that of the insurance fund. 
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The result of these changes was to increase the operations of 
the system. On December 31, 1895, there were 605 members 
enrolled, of whom 169, or 49 more than during the preceding 
year up to the same date, had been aided. The total receipts 
during the year 1895-96 were $2,213.99, of which $312.70 were 
derived from dues. The total expenditures were $2,121.30, 
of which $1,932.22 were for benefits. In this third year, there- 
fore, slightly over six times the amount received as dues from 
the members was paid in benefits. 

Saint Gall, a town of about 30,000 inhabitants, was the first 
to follow the example of Berne in providing for the insurance 
of workingmen against unemployment. Its policy, however, dif- 
fered radically from that of Berne, in that it adopted the prin- 
ciple of compulsory insurance. By the law of May 14, 1894, 
the canton of Saint Gall authorized any of its communes to 
create a compulsory unemployment insurance institution, and 
provided further that several communes might combine to 
organize a general insurance system. It was on the basis of 
this law that the town of Saint Gall, after an abortive attempt 
to unite with the neighboring communes of Tablatt and Strau- 
benzell, founded its unemployment insurance fund by act of 
June 23, 1895. 

The principal features of this institution can be summarized 
as follows : Membership was made obligatory upon all working- 
men whose daily wages did not exceed five francs, excluding 
youths and apprentices earning less than two francs a day. 
Weekly dues were fixed at fifteen centimes for members earning 
three francs or under, twenty centimes for those earning from 
three to four francs and thirty centimes for those earning more 
than four. The amount of the benefit was likewise proportioned 
to the wages of the recipient, being 1.80, 2.10 and 2.40 francs 
per day respectively for the three classes. Benefits could not be 
paid to any person for more than sixty days in any one year. In 
order to be entitled to benefits a member must have paid dues 
uninterruptedly for at least six months, and had to show that 
for at least five days he had not been able to secure work suited 
to his occupation at the usual wages of the season. Any 
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man who was without work as the result of his own fault, 
who had participated in a strike, or who refused without a good 
reason work assigned to him by the employment bureau 
which was operated in connection with the insurance fund, 
was debarred from any right to benefits. Workingmen in- 
capacitated for labor through sickness or accident were not 
entitled to benefits, since they were otherwise insured against 
these two contingencies. In addition to dues, the revenue of 
the fund included a subsidy from the town, which, according 
to the law, could not exceed a maximum of two francs for each 
person insured, and a subsidy from the canton. No account 
was taken, apparently, of gifts and donations from employers 
or other persons. The fund was administered by a commission 
of nine members, two of whom were appointed by the munici- 
pal authorities and seven by the workingmen. 

This institution commenced operations July 1, 1895. The 
law being obligatory, the first duty of the commissioners was 
to see that all persons to whom the law applied became mem- 
bers. As the result of the first notice 1535 persons joined; 
a new call a month later added 579 names; and, as the result 
of further efforts, the total number of persons enrolled during 
the first year was increased to 4220. This total was secured 
only after securing over 150 convictions of persons who had 
neglected to answer the summons to enroll. Of the total 
number secured, 2895 were members of the first class, or those 
earning not more than three francs ; 1 1 79 of the second class ; 
and but 146 of the third. 

During the year 430, or about ten per cent of the members, 
registered themselves as without work. Of these only 363 
received benefits, since many had not made the required con- 
tributions for six months. To the beneficiaries was paid a 
total of $4536.30, or an average of $10.55. The highest 
amount received by one person was $24.32, and the lowest 
$1.74. The receipts and expenditures during the year were 
as follows : 
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RECEIPTS. 



Contributions of members $4183.14 

Municipal subsidy, cash 772.00 

Municipal subsidy, payment of operating expenses 1084.44 

Interest 21.81 



$6061.39 



EXPENDITURES. 

Benefits $4536.30 

Operating expenses 1084.44 



$5620.74 



Balance on hand $ 440.65 

It will thus be seen that the year closed with a surplus in the 
bank, in spite of the fact that the city paid only a portion of 
the maximum sum that it could be required to pay. It should be 
remembered, however, that, as this was the first year, no benefits 
were paid during the first six months, since no member could 
before that time have made the required number of payments. 
Accordingly, the officials estimated that future charges would 
be much heavier, and that it would be necessary either to in- 
crease contributions or to reduce the benefits. 

This institution, like that at Berne, was created for a pro- 
visional period of two years. Before the end of the second 
year, however, the city council on November 8, 1896, by a 
decisive vote ordered the suspension of the fund after June 30, 
1897. The first experiment in compulsory insurance against 
unemployment was thus declared a failure. It is worthy of 
note, also, that this suppression was accomplished on the motion 
and through the votes of representatives of the working classes 
in the council. 

A detailed account of the organization and operations of the 
institution at Saint Gall has been given, even though its sup- 
pression bas been definitely decided upon, since in matters 
such as this information can be gained from failures as well as 
from successes. It is worth while, therefore, to examine some 
of the objections that were raised against this scheme. The 
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first was that which inevitably arose from the members who 
were forced to make contributions without receiving any benefits 
in return. This is a fundamental objection. The liability to 
lack of employment varies greatly in the different trades ; so 
that to require all workingmen earning less than a certain sum 
to become contributors to an insurance fund, as was done at 
Saint Gall, results in positive injustice. Employees having 
steady employment, such as factory operatives, are made to 
contribute to the insurance of workingmen, such as those in 
the building trades, who are certain to be unemployed more or 
less during the year. The experiments at Berne and at Saint 
Gall have shown that it is the workingmen in the building 
trades who suffer most from lack of employment. Thus, in 
the former city, though membership is open to men of all 
occupations and the benefits are six or seven times the dues, 
only day laborers, for the most part in the building trades, 
and other employees in the same trades have availed themselves 
of the fund. Out of the 226 persons registered the second year 
as out of work, there were 163 day laborers, 18 plasterers or 
painters, 13 roofers, 10 masons, 9 carpenters, 4 stonecutters, 
3 cabinet-makers, 2 locksmiths, 1 woodsawyer, 1 cement worker 
and 1 fireman. It will be observed that factory employees proper 
were absolutely unrepresented. Turning now to the experience 
of Saint Gall under compulsory insurance, it is found that, though 
both factory and building-trades employees were required to be 
insured, practically all the persons aided belonged to the latter 
class. Of the 430 persons registered as out of work during the 
first year, there were 205 day laborers, excavators, etc., 47 
masons, 18 porters, 17 housepainters, 14 public messengers, 13 
dressmakers, 12 plasterers, 11 carpenters and 10 roofers; while 
no other occupation was represented by as many as ten persons. 
A second objection was the great difficulty experienced in 
enforcing membership. The administrators of the fund found 
it almost impossible to compel persons to become members or 
afterwards to pay their dues, even though they resorted to 
prosecution in a great many cases. In the December follow- 
ing the commencement of operations they found it necessary 
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to send notices to 11 10 persons who were behind in the pay- 
ment of their dues. On April 1 over 4000 francs were owing 
by about 1300 persons. 

Finally, it was complained that the indemnities were much 
too high. It was found that the efforts of those out of work 
to gain employment were sensibly relaxed. Many seemed to 
use every effort to obtain as much relief as possible, seeking 
work earnestly only after they had been aided the maximum 
number of sixty days. In a word, self help seemed to have 
been lessened in just the proportion that assistance was 
granted. 

In spite of the check that the movement for the insurance 
of workingmen has received in Switzerland through the sup- 
pression of the institution at Saint Gall, efforts in this direction 
have not been abandoned. Though it is generally admitted that 
both the Saint Gall and the Berne systems had defects, it is 
claimed that they were such as lack of experience rendered 
inevitable, and that they can be eliminated by a more scientific 
organization. At Basel a plan is now under consideration that 
is of especial interest, since it involves an attempt to meet the 
objections which have been urged against the two older 
schemes. The proposed system is beyond doubt in every 
way a more detailed and a more carefully worked out plan of 
insurance than any that has yet been put into operation. 

In 1 894 the council of state of Basel submitted to the gen- 
eral council a proposition for the municipal insurance of work- 
ingmen against unemployment. This measure, after discussion, 
was first referred to a committee of experts, the leading spirit 
of which was M. Adler, professor of political economy at the 
University of Basel. The commission reported in April, 1 896, 
a modified plan. After a full discussion, this report was 
referred to a committee of the general council, which, after 
further consideration, reported a specific bill, differing in but 
slight details from the proposition of the committee of experts. 
In its final form the plan provides for the compulsory insurance, 
through a municipal fund, of all masons and excavators and all 
workingmen subject to the federal factory law who do not earn 
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more than 2000 francs a year, excluding, however, young 
people and apprentices earning less than 300 francs a year. 
In adopting the principle of compulsion, however, the impor- 
tant option is given to the workingmen of insuring them- 
selves through voluntary organizations, instead of through the 
municipal system. This permission was granted in order to 
meet the objection that was urged against the bill as first 
framed by the committee of experts, that certain classes of 
workingmen had already voluntarily insured themselves through 
their labor organizations, and that it would be unjust to compel 
them to become members of the city organization. This was 
notably true of the members of the "Typographia," an organi- 
zation of the printers of the city. 

The receipts of the fund consist of (1) dues from members, 
(2) contributions from employers, (3) a subsidy from the city, 
and (4) gifts and legacies. For the payment of dues and the 
determination of the amount of benefits to be given, members 
are first divided into three categories : factory employees, work- 
ingmen in the building trades who are the least subject to 
unemployment, and other workingmen in the building trades. 
The object of this division is' to take account of the differences 
in the degree of probability of unemployment. Within each of 
these categories there is a further division of members into 
three classes, according as their weekly earnings are fifteen 
francs or under, from fifteen to twenty-four francs, or twenty- 
four francs or over. The weekly contributions demanded of 
these classes are ten, fifteen and twenty centimes, respectively, 
for members of the first category; twenty, thirty and fifty cen- 
times for members of the second; and thirty, forty-five and 
sixty centimes for members of the third. The contribution of 
employers is fixed at ten centimes per week per workingman 
insured in the first category and twenty centimes for working- 
men of the second and third categories. The city assumes all 
the expenses of management and agrees to grant an annual 
subsidy of 25,000 francs. 

The benefits granted to members out of work vary from 
eighty centimes to two francs a day. They are graduated in 
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an ingenious manner according to the class to which the recipi- 
ents belong and according to their needs. Thus, the unmarried 
man, the married woman, and the widower or widow without 
children under fourteen years of age receive from 0.80 to 1 
franc a day; the widow or widower with children under four- 
teen years of age, and the married man if he has not more than 
one child under fourteen years of age, receive from 1.20 to 
1.50 francs per day; and, finally, the married man with several 
children under fourteen years of age receives from 1.50 to 2 
francs. The benefits of the married man are reduced twenty or 
thirty-three per cent if his wife is also employed, or if she 
receives a benefit from the insurance fund. The maximum 
length of time during which benefits can be paid is ninety 
days. An important provision is that there may be paid, 
in place of the above indemnities, traveling expenses for so 
great a distance as two hundred kilometers, and an indem- 
nity of one franc to a single or two francs to a married man 
who desires to leave the city to obtain work elsewhere. This 
is to prevent a workingman who has an opportunity of find- 
ing work elsewhere from remaining a charge upon the fund. 
No benefits are payable when the lack of employment is the 
result of a dispute of employees with their employer concerning 
the amount of their wages ; when the member voluntarily quits 
his employment ; when he has been dismissed for breaking the 
factory or other regulations; when the lack of employment is 
the result of sickness or accident against which the working- 
man is elsewhere insured; or when, without a valid excuse, 
the person insured refuses work offered to him. 

The question of insurance against unemployment has also 
received attention in other Swiss cities, notably Zurich and 
Lausanne. As yet, however, the discussions have not resulted 
in any distinct propositions; and it will, therefore, be unneces- 
sary to consider them. The institutions that have been actually 
created at Cologne and Bologna offer few points of interest. 
That of Cologne was created in 1896, and is under municipal 
management. Insurance under it is purely voluntary. Any 
workingman over eighteen years of age and a resident of the 
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city during two years can become a member by paying a weekly 
contribution of twenty-five pfennigs. He thus acquires a 
" right to work " in case he is unemployed during the period 
from December 1 5 to March 15. If work cannot be found for 
him, he is entitled during the first twenty days of unemploy- 
ment to a benefit of two marks if he is married, or one and a 
half marks if single. A large guarantee fund has been created 
through gifts and the contributions of honorary members. In 
addition, the city itself has granted a subsidy of several thousand 
dollars as an encouragement to workingmen to become mem- 
bers. At Bologna a voluntary unemployment insurance institu- 
tion has been created which affects only employees in building 
trades. Members must pay an annual contribution of 3.30 
francs if they are under twenty years of age, or five francs if 
over that age. The out-of-work benefits are sixty centimes 
a day for members of the first and one franc for members of 
the second class, during a maximum of forty days, commencing 
with the sixth day of unemployment. 

The experiments that have been made in Switzerland and 
elsewhere, while they are not sufficiently extensive to furnish 
conclusive evidence regarding the practicability of insurance 
against unemployment, are fully adequate to bring out the 
chief considerations that must be taken into account in any 
attempt to organize such a system. 

An examination of the nature of the problem of unemploy- 
ment shows that insurance principles are ill suited for its 
solution. Insurance presupposes that the risk involved shall 
possess two characteristics: it must be well defined and it must 
be the consequence of a chance that can be estimated with 
some degree of certainty. The risk of unemployment conforms 
to neither of these conditions. It is not well defined, since 
there is no fixed criterion as to what work the unemployed 
should be required to accept. It does not depend upon calcu- 
lable chance, because the personal element involved in seeking 
and retaining work, to say nothing of the uncertainty of the 
employers' action, enters so largely. Though lack of employ- 
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ment is often unavoidable on the part of the workingman, the 
latter's will and energy play such an important part in the 
matter that any attempt to distinguish unavoidable idleness is 
futile. Insurance concerns itself with a risk that can be calcu- 
lated and provided for in advance; but this cannot be done in 
regard to lack of employment. The study of the various sys- 
tems that has just been made shows that, in spite of the fact 
that the term insurance has been employed, the attempt has 
not really been made to create insurance systems. In no case 
has the attempt been made to calculate risks and to adjust 
contributions accordingly, or indeed to make the system self- 
supporting. Only nominal contributions have been required 
from members, while the great burden of expense has been 
borne by the government and by voluntary contributors. In 
reality, therefore, it is scarcely proper to speak of these institu- 
tions as insurance organizations. What has been created is 
really a more methodical system of granting relief to the 
unemployed. 

Turning now to the actual organization of the Swiss systems, 
it will be seen that the radical mistake was the failure to 
recognize the essentially different conditions obtaining in dif- 
ferent industries. The problem of lack of employment in the 
factory trades, for example, is quite different from that in 
the building trades or among ordinary day laborers. It may 
be confidently stated that any attempt to introduce even a 
modified form of insurance against unemployment should follow 
strictly trade lines. In this respect the Basel proposition shows 
a marked advance over the other systems. 

This, however, brings us to the consideration of the out-of- 
work benefit features of labor organizations. If unemployment 
insurance should follow trade lines, every argument would seem 
to indicate that such efforts should be made through existing 
organizations of workingmen. The great work done by these 
organizations in the way of aiding their members is well known. 
For example, the chief labor correspondent of the British 
Board of Trade stated, in his report on trade unions for 1 895, 
that one hundred of the principal unions expended during the 
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year $2,121, 775 in relief of the unemployed. In the United 
States a large part of the expenditures of the trade unions like- 
wise go for this purpose, though it is not possible to make any 
exact statement of the amount. This method of granting relief 
possesses manifest advantages over the use of a municipal 
organization. The work of unions is not charity, but the high- 
est order of mutual aid. Labor unions, moreover, are in a 
peculiarly favorable position to assist their members in obtaining 
work, and are able to guard themselves against imposition. 
Finally, as we have seen, unemployment is not a condition 
beyond the control of individuals, and does not happen with a 
regularity that can be calculated. Insurance proper affords little 
room for discretion in granting relief; while each case of unem- 
ployment should be considered upon its particular merits. Labor 
organizations can exercise this necessary discretion in a way 
that is utterly beyond the power of a municipal institution. 

The logical conclusion is that in America, at least, provision 
against lack of employment can best be made for the estab- 
lished trades by the men themselves through their organizations; 
and that this provision cannot be made according to hard and 
fast insurance principles, but must allow for a certain elasticity 
or discretion in the granting of relief, according to the circum- 
stances of each case and the amount of funds available for this 
purpose. 

Though the Swiss systems must be regarded as faulty, in 
lacking the character of true insurance, it is not desired to give 
the impression that such municipal institutions cannot be made 
to serve a useful purpose. On the contrary, there are involved 
in their organization principles which, when properly applied, 
can be of great assistance in solving the problem of unemploy- 
ment. They may not provide scientific insurance, but they 
constitute a vast improvement over the old methods of indis- 
criminate and uncertain relief. They require employees to 
register and to make some personal sacrifice in order to be 
entitled to relief; they insure that relief shall be granted only 
to bona fide residents of the city; and they bring the unem- 
ployed under the supervision of the public authorities. This 
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last feature greatly facilitates finding work for idle men, either 
through a public employment bureau or in the immediate ser- 
vice of the government. To accomplish their work in the best 
way, however, the municipal institutions should cease to lay 
emphasis upon the idea of insurance. The principle of registra- 
tion, accompanied by the requirement of small monthly contri- 
butions, is the really valuable feature of their work. They 
should seek chiefly to reach those classes which do not possess 
labor organizations. Finally, they should make assistance to 
the unemployed in finding work the most important part of 
their duties. Only after they have failed in this effort should 
they grant pecuniary relief. 

William Franklin Willoughby. 
Department of Labor, 
Washington, D.C. 



